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1. DISCUSSED PROJECT WITH CASEY OCTOBER 8. HE ADVISED 
THAT, AS MELCHOR TOLD YOU, EXIM HAD OFFERED A 45/45 FINANC- 
ING PACKAGE AT 8 AND ONE HALF PER CENT, WHICH GOP HAD 
ACCEPTED, BUT THAT NEGOTIATIONS WERE CONTINUING REGARDING 
CAPITALIZATION OF INTEREST. 

2. SINCE RECEIVING REFTEL A WE HAVE AGAIN DISCUSSED 
PROBLEM WITH EXIM. WHILE NO. REPEAT NO, FINAL CONTRACT 
HAS BEEN SIGNED AND THE NUMBERS THEREFORE REMAIN A BIT 
SPONGY, MELCHOR’S PROBLEMS APPEAR TO INVOLVE THE PROSPEC- 
TIVE HANDLING OF UNGUARANTEED COMMERCIAL BANK LOANS AND 
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OF PACKAGE. USING NUMBERS IN REF B AS BENCHMARKS ONLY, 

THE 45/45 FORMULA COVERS 90 PER CENT OF US GOODS AND SER- 
VICES EITHER AS DIRECT EXIM LOAN OR GUARANTEE. TAKING INTO 
ACCOUNT THE PORTION (ABOUT HALF) OF CAPITALIZED INTEREST 
WHICH EXIM HAS INDICATED IT IN PRINCIPLE PREPARED TO 

GUARANTEE PLUS PHILIPPINE EQUITY, THE UNGUARANTEED COMMER- 
CIAL LOAN AND UNGUARANTEED PORTION OF CAPITALIZED INTEREST 
TOGETHER WOULD AMOUNT TO ABOUT USDOL 250 MILLION, IN THIS 
YET SLIPPERY NUMBERS GAME ROUGHLY THE SUM MELCHOR HAS PUT 
TO YOU. THE NPC TEAM IS MEETING OCTOBER 9 WITH EXIM TO 
CONSIDER THESE ASPECTS OF THE FINANCING PACKAGE, AND IT 
IS, THEREFORE, PREMATURE TO TRY TO ISOLATE WHAT MAY BE THE 
HARD CORE PROBLEM, IF ANY. 

3. ALTHOUGH A NUMBER OF UNCERTAINTIES REMAIN TO BE OVER- 
COME REGARDING THIS PROJECT IT DOES NOT APPEAR THAT THE 
FINANCING ARRANGEMENTS ARE IN AS IMMINENT DANGER OF FALL- 
ING APART AS MELCHOR SEEMS TO BELIEVE. BOTH EXIM AND THE 
BANKS APPEAR TO BE MOVING IN POSITIVE FASHION TO WORK OUT 
SATISFACTORY ARRANGEMENTS. EXIM STRESSES, HOWEVER, THAT 
ALL THAT CAN BE CONCLUDED AT PRESENT ARE THE BROAD OUT- 
LINES OF FINANCING. DETAILS OF CONTRACT STILL REQUIRE 
EXTENSIVE EXAMINATION, WHICH IS SCHEDULED TO START NEXT 
WEEK WITH VISIT OF SENIOR WESTINGHOUSE OFFICIALS TO 
WASHINGTON. 

4. I WILL STAY IN TOUCH WITH DISCUSSIONS HERE AND WILL 
MAKE ANY CONTACTS THAT SEEM USEFUL WITH THE LEAD BANKS 
BEFORE LEAVING US ON OCTOBER 13. KISSINGER 
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